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SUBJECT: CONSULTATIONS WITH JAPAN 

1. SUMMARY: ON JULY 12 THE US AND JAPAN HELD QR CONSUL- 
TATIONS UNDER THE MTN QR SUBGROUP PROCEDURES. JAPAN, 
WHICH HAS NOT SUBMITTED NOTIFICATIONS ON U.S. RESTRIC- 
TIONS, SAID THEY WERE RE-EXAMINING THEIR INTEREST IN 
U.S. MEASURES. SEPARATE REPORTS WILL BE SUB- 
MITTED TO THE QR SUBGROUP AT A LATER DATE. END SUMMARY. 

2. THE U.S. (NEWKIRK) AND JAPAN (TERADA AND TAMORI) 

HELD QR CONSULTATIONS ON JULY 12 WITH RESPECT TO 
U.S. NOTIFICATIONS OF JAPANESE QRS. US DEL SAID THAT 
PURPOSE OE THE CONSULTATION WAS FOR INFORMATION EXCHANGE 
AND POINTED OUT THAT ALTHOUGH THE UNITED STATES HAD SUB- 
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MITTED REFINED NOTIFICATIONS WITH RESPECT TO SPECIFIC 
PRODUCTS SUBJECT TO QRS IN JAPAN, THE U.S. WAS STILL 
CONCERNED ABOUT THE TRADE RESTRICTIVE EFFECTS OF VARIOUS 
JAPANESE IMPORT REGIMES AND WITH OTHER MEASURES HAVING 
AN EQUIVALENT EFEECT ON TRADE AS A QR. JAPAN AGREED 
ON THE PURPOSE OF THE CONSULTATIONS AND SUGGESTED THAT 
DISCUSSION OE MEASURES OTHER THAN QRS BE HELD LATER 
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IN A APPROPRIATE FORUM. IN RESPONSE TO A U.S. QUESTION, 

JAPAN SAID THEY WERE RE-EXAMINING THEIR INTEREST 
IN U.S. IMPORT RESTRICTIONS TO DETERMINE WHETHER THEY 
WOULD MAKE ANY NOTIFICATIONS AGAINST THE U.S. UNDER THE 
QR SUBGROUP PROCEDURES. 

3. IMPORT QUOTA (IQ) SYSTEM: THE U.S. PRESENTED ITS NOTI- 
FICATIONS ON PRODUCTS UNDER THE JAPANESE IQ SYSTEM, EX 
PLAINED U.S. UNDERSTANDING OF THE OPERATION OF THIS SYS- 
TEM, AND EXPRESSED CONCERN REGARDING THE LACK OF PUBLICA- 
TION OF QUOTA AMOUNTS WHICH CAUSED UNCERTAINTY FOR IMPOR- 
TERS/EXPORTERS. TERADA SAID THAT, GENERALLY, QUOTES ARE 
BASED UPON THE AMOUNT OF PREVIOUS IMPORTS AS WELL AS CON- 
SUMING INDUSTRY RAW METERIAL NEEDS. PUBLICATION OF QUOTA 
AMOUNTS, ACCORDING TO TERADA, WOULD LEAD TO POLITICAL PRES- 
SURE BY INTEREST GROUPS TO REDUCE THE SIZE OF QUOTAS, ES- 
PECIALLY ON LEATHER AND EOOTWEAR ITEMS WHICH THE U.S. HAS 
NOTIEIED. 

4. DISCUSSION ON PRODUCTS SUBJECT TO QRS NOTIEIED 
BY THE U.S. IN SUMMARIZED AS FOLLOWS: 

A) COAL: ALTHOUGH JAPAN HAS A HIGH COST DOMESTIC 
COAL INDUSTRY, GOJ ENERGY POLICY CALLS FOR THE MAINTEN- 
ANCE OF A MINIMAL LEVEL OE DOMESTIC PRODUCTION. TAMORI 
POINTED OUT THAT U.S. IMPORTS HAVE BEEN INCREASING AND 
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REPRESENT THE HIGHEST AMOUNT OF ANY SINGLE SUPPLIER TO 
THE JAPANESE MARKET. STRESSING THE POLITICAL SENSITIVITY 
OF THIS ISSUE, TAMORI INDICATED THAT GOJ PLANS TO PRO- 
MOTE THE EFFORTS OF EFFICIENT COAL PRODUCERS WHILE ALLOW- 
ING MARGINAL PRODUCERS TO BE PHASED OUT. TAMORI 
OBSERVED THAT SINCE DOMESTIC PRODUCTION IS SMALL COMPARED 
WITH TOTAL DEMAND, THE EXPECTED CONTINUAL RISE IN DOMESTIC 
DEMAND WOULD REQUIRE AN INCREASE IN IMPORTS TO MAKE UP FOR 
THE SHORTFALL OF DOMESTIC SUPPLY. ACCORDING TO TAMORI, 

COALS IS SUBJECT TO A RESIDUAL QR AND IS INCONSISTENT WITH 
JAPAN'S GATT OBLIGATIONS. 

B) CATTLE LEATHER AND FOOTWEAR: TAMORI CHARACTERIZED 
THE LEATHER INDUSTRY AS A "MOST DELICATE POLITICAL MATTER" 
AND CHOSE TO READ A PREPARED STATEMENT DESCRIBING THE ECON- 
OMIC, SOCIAL AND POLITICAL BACKGROUND OF THE DOWA "PROB- 
LEM". WITH GOJ PROMOTING SMALL AND MIDDLE SIZE INDUSTRIES 
WITH THE TRADITIONAL LEATHER PROCESSING PEOPLE, LIBER- 
ALIZATION OF QRS ON CATTLE LEATHER AND FOOTWEAR IS NOT 
POLITICALLY FEASIBLE. TAMORI POINTED OUT THAT QUOTAS 

ON FOOTWEAR HAVE BEEN ENLARGED FOR THE U.S. IN RECENT 
YEARS BUT THIS TREND IS ENCOUNTERING INCREASING OPPOSI- 
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TION. AGAIN, TAMORI NOTED THAT THIS IS A RESIDUAL QR 
AND INCONSISTENT WITH JAPAN'S GATT OBLIGATIONS. 

C) FLYING MACHINES AND PARTS THEREOF: TERADA DE- 
CLARED THAT THIS QUOTA WAS JUSTIFIED ON GATT ARTICLE XXI 
(NATIONAL SECURITY) GROUNDS. HE EMPHASIZED THAT THE 
ADMINISTRATION OF THIS QUOTA IS FLEXIBLE. WITH LICENSES 
FOR CIVIL AND GENERAL AVIATION CRAFT BEING GRANTED FREELY. 
TERADA SAID THAT THERE WAS NO GOJ POLICY TO PROMOTE A 
DOMESTIC AIRPLANE INDUSTRY WHICH WOULD BENEFIT FROM IN- 
CREASED RESTRICTIONS UNDER THIS QR. 

D) MEASURING INSTRUMENTS: THIS QR IS APPLIED ONLY 

ON MEASURING INSTRUMENTS WHICH CONTAIN REPEAT CONTAIN 
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NUCLEAR FUELS. TERADA CITED JAPANESE SENSITIVITY IN REGARD 
TO RADIATION AS A RATIONALE FOR THIS QR CONTROL AND OF- 
FERED GATT ARTICLE 11, PROTECTION OF PUBLIC SAFETY, AS 
JUSTIFICATION. 

5. AT CLOSE OF CONSULTATION TERADA PROPOSED THAT WE SUB- 
MIT UNILATERAL REPORTS TO THE QR SUBGROUP. HE WAS WILL- 
ING, HOWEVER, TO CONSULT WITH THE U.S. ON HIS DRAFT 
REPORT BEFORE FINALIZING THEIR SUBMISSION TO THE GATT 
SECRETARIAT.MCNAMARA 
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